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In your interview scheduled with Bernhardt for 
Tuesday, larch 12, you may wish to develop the follow- 
ing suggestions, data in respect of which would be 
most useful t 

1. Bernhardt, in hio previous conversation with 
vou, stated that the IX :AJl-hIGh/. clearing had been 
initiated by a German credit in the amount of a. 

I>K 5h Billion. This sue represented the amount which 
loyalist Spain owed Germany at the tine when the com- 
mercial clearing between loyalist Brain and (Jemmy 
was terminated. 

a'rioh Gaebelt, on the other hand, aiakes no 
mention of 'WlicreaTtT and states that the 
;•;<.» Ail clearing was initiated by mutual credits of 
1 lL million” (on the pert cX Germany) and .V'tas. 40 
million (on the part cX the Spaniards). Gaebelt 
states that he was Bernhardt's right rand man in dlSuX 
during the Civil Bar period, and was in direct charge 
of German deliveries to opain. If thro i3 true, he 
should knew what he is talking about, and Bernhordt 
should be queried to clear up the gutter of initial 
credits atvi who owes 7/ho wiiat as of the a) begi xinA*i£» 
and b ) end, of the .51111’.— ;d..i-A. . clearing, 

2. Although mge, Gaebelt, and Bernhardt all 
state that the :tli,ft-.;Cw.\h clearing was in "subiitan- 
tial balance" as ox the cad ox tue Oivil -iar (mid— 1959 y, 
■there was apparently a period of accounting, extending 
into 194t , v/hich was required to achieve this result. 
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During this period of accounting , the Institute -.ppar- 
ently did two things: 

a. it took a census of existing German arrearages 
in respect of the Spanish -tata anu/or ite 
nationals, <md 

b. it consolidated in acne fashion mounts which, 
loyalist dpain owed to Sen-._r.ny (stated by Bern- 
hardt to be 3^. million;. 

This subject should bo developed with Bern- 
hardt toward the and of aacertaini.ig exactly what 
happened and hov;. The development of thi3 subject 
will also lead into another field in which we lack 
definite information, i.e., the mechanics of the transfer 
of HIBfcA functions in respect of the clearing to the Ins- 
titute Eapanol de boned?. Ex Iran;) era, and the manner in 
.-.hich the Geiman clearing house (Deutsche Verrochnungs- 
kaose) entered the picture on. the German aide. Interro- 
gation on thin subject, m turn, should require ilem- 
hardt'3 explanation of the exact relationship between 
KCd'AK and Deutsche Vorrechnungokasse (our information 
to dat8, based on Hethke’9 statements, indicates that 
Deutsche V'arrechnrngakaese merely acted as banker for 
EU-AXi 

3. The Anscbluaa between Germany and Austria 
occurred during the Spanish Givil Gar, and during the 
tenure of the HISSl-itCtAX clearing. Bernhardt should 
be queried, accordingly, on hie knowledge of any Aus- 
trian arrearages to Spain or Spanish arrearages to the 
former Austrian State which may have been involved in 
and settled through the clearing, 

A. Bernhardt unquestionably knows as much as any 
German in Spain about the Baerprogransn. The armaments 
investigations being conducted by hr. Noel and myself 
indicates that P. BethJce (head of Uu.iAk) was the prin- 
cipal negotiator} the only other name identified in 
the Gel-nan commission, which negotiated the program in 
t.adrid is that of a German naval officer named i'DUEo. 

You will reoall Becker's statements to the 
effect that the delivery of . ; <_£ IGu million involved in 
this program did not affect the German overdraft in the 
clearing, and gave rise to a claim of AK 4 million on 
behalf of the Spanish Gar ministries. The armaments 
agents interviewed state, almost without exception, 
their belief that the payments made by the 5 parish 
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:i ar Ministries for those deliveries were made outside 
the ooumercial doering; 3ome (including t.allet and 
Gaebelt) believe that the dpaniah ■> ar hinie tries cade 
payment directly to in.? I hub’ 3. Gaebelt iiaa stated that 
Bernhardt should know ho-; payment v/as made. It strikes 
ice as entirely possible that these payments for muni- 
tions delivered" under the Daerprcgrann explain in lares 
cart the "secret funds 1 ' of Bernhard t (although this is 
not intended to dispel the sypotheoio tiiat these also 
sane from sales of gold). 

All of this points to the necessity of inter- 
rogating Bernhardt closely on all aspects of the Baer- 
prograna and on tile Manner of payment . Inaauuch as we 
last week: telegraphed :<I x .3* A 0 to interrogate Betake 
and Becker on. tne subject, it ire hoped that v/ithin a 
few weeks we ray bo able to test the voracity of any 
statements which Bernhardt may is-ake on this subject. 

I a<t convinced, however, that lie is in a 
position to disclose the whole story if he so chooses. 

5. You will recall that a corollary of the BaeEr 
program- was. the pay ment by drain in inatallao nts be- 
ginning ' G otoher 1943 and ending in January 1944"bf 
Itii 101 million, in it 3 peseta equivalent,' toward the 
Spanish Civil ;var debt to Germany. Certain amounts of 
this 3ue ware earmarked for the isro cureaient of specific 
materials, some of it eert-ar ed for the payment of 
wolfram export taxes, and oo..e of it was delivered to 
the German tebasey in Madrid. as the prin=_. 

cipal Genaan .pracureaent agency m dpain, unquestionably 
haa all details in respect of the expenditure of this 
money, and Bernhardt should, accordingly, be able to 
explain then;. 

in audition to a breakdown of the amount 3 
allocated to each purpose, -.vs should have the following 
additional information: 

a. io what extent did the possession, of the 

Hi'. Itw million allocated to procurement 
of raw materials suffice to finance the Ger- 
■ r. o procurement program until summer 194-4, as 
stated by hoenningV In other words, wore all 
G error) procurements until sumar 1344 allocated 
out of this H.-. IvC million, or was it supple- 
i.onteu by sums which the Gpaniuh ar ministries 
nuy have cor. t on yor anoo U3ly placed at. the dis- 
posal cf FinDlif for n-rrsitious delivered under 
the BasrprograascV 
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b. I!ovv viv.s the payment of tkic installment cn 
the Spanish Civil .,-ar debt recorded and ac- 
counted for in respect of the Ministry of 
Finance and/or the Institute do .v.onedr. isc- 
tranjern, and, v/us nr. appropriate budget 
entry ni.de or recorded? 

c. Mercury was one of the itens earmarked for 
procure:: ex; t Crcs. that portion of the pay- 
ments allocated to acquisition oi raw ante- 
rial . the British are interested in securing 
a breakdown of mercury shipeenta which nay 
have been made during this period. 

6. ...ernhardt’a ! jaowlcdge should be probed, os. 
course, in rospect of the receipt of gold 3hiproonto to 
reduce the dersAsn overdraft in the clearing. In this 
connection it will be recalled that Huete, de la Puerta, 
and flavasqu.ee acknowledged in various conversations 
with hr. Ackerman that some gold had boon received to 
reduce the German overdraft in the clearing and that 
Huete, in one of these conversations, indicated that 
Spain nay have received as much as 5 - If tone of* gold 
for this purpose. 

7. Bernhardt's opinion on the final clearing 
balance and the amount of any German deficit which he 
acknowledges should aloo be sought. 

0. The natter of the "consolidated clearing debt" 
of Hi; 7b million (later consolidated into Ptas. 300 
million) should al30 be explained, dooming' a testimony 
on thia point is somewhat confused in that he indicates 
that Germany nay have been granted a corresponding 
credit, whereas all other information in our possession 
indicates that this "consolidated debt" was no acre than 
ac earmarking of a portion of the 0- ora an overdraft into 
a final debt running between the German clearing house 
and the Spanish clearing house, ana that its due date 
was originally fined as November 3u, 1944 and subse- 
quently extended to November 3i, 1945. 

9. Ae are considerably ignorant in reopect of the 
mechanics of the clearing end the number of accounts 
comprised therein. Bernhardt should be asked to explain 
this matter, and the usual procedure employed in trans- 
mitting capital suns from one country to the other. This 
is an important point in connection with ponding claims 
of GwFIXDUd against the Instituto Gspai’.ol de Eoneda Ex— 
tranjera, as you are aware, end it remains; a mystery why 
the In.oti.tuto did not apparently enter a corresponding 
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credit in Reichsmarks upon receipt of telegraphic ad- 
vices from duViAf. and the German clearing house that 
corresponding; sums had been deposited in Merlin, since 
it appears to be fairly well eatcblisi'.ed that the Ino- 
tituto did not operate on a telegraphic basic vis-d-vis 
HbviiUC and the German clearing. Bernhardt should be 
asked to explain on v/hat basis the clearing did operate, 
and to give precise information of the mechanics of 
remitting a sun paid into the clearing. 



10 . Bernhardt should be queried on whether tho 
German debits in the institute sro the ultimate respon- 
sibility of the fnstituto and/or the Spanish State 
(through semi-official banks such as the Banco Central, 
the Banco Exterior, et cetera;, or the responsibility 
of private bank3 which have advanced bank credits, 

ihe sense of thi3 inquiry should be to ascer- 
tain whether the German overdraft in the clearing is 
reflected in Spanish bank credits which may still be 
outstanding, or whether it oonsist3 of an obligation 
running from the Institute or some other official or 
semi-official adjunct of the Spanish State. 

11. Inquiry should be made into what, if any, 
efiect the change in the exchange rate of the Reichs- 
mark. vis-&-vi3 the peseta had in calculating the Civil 
ii'ar debt and the arrearages in the commercial clearing. 

12. Koenning states that party of the trade agree- 
ment of 1943 provided that Spain Bhould pay 135/ of the 
pre-war price for certain German goods (principally mili- 
tary materiel/ and reduce the saleB price of certain 
Spanish articles sold to Germany. 

Bernhardt should pe queried on this toward 

the end of 

a. ascertaining in more detail the true state of 
facts and the type of goods involved, and 

b. ascertaining wh-.ther the arrangement — which 
was not reflected in ,.psni3h trade figures — 
may have in. an. way reduced the German over- 
draft ii\ the clearing. 

In this connection, you will recall the unexplained 
reduction in the German overdraft in the clearing be- 
tween the 1943 trade agreement and 7-2 Bay. 
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Because answers to certain of the above questions 
nay conceivably be supplied to hr. Kandall in future 
conversations which he nay have with liuete and ministry 
of C onn er ce officials, a copy of this laeuxorandua is be- 
ing forwarded to him for his files. 
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